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Notes to the financial statements
for the year ended 31 December 2009

	The Cyprus Stock Exchange was established as a legal entity under Law 14(I) of 1993 in the form of a public corporate body with a prime objective to promote stock market activity and to take all necessary measures for the development, control and regulation of securities’ transactions for the public interest.

The Cyprus Stock Exchange operates under the supervision of the Minister of Finance exercised through the Cyprus Securities and Exchange Commission. Its formal operations commenced on 29 March 1996 following approval of the Regulations by the House of Representatives in July 1995.


Stock market transactions in Cyprus take place exclusively through the Cyprus Stock Exchange. The aims and functions of the Cyprus Stock Exchange are to promote stock exchange activity, develop and supervise the securities market, regulate and operate stock market transactions, encourage the growth of a smooth market for stock exchange transactions and provide appropriate protection to the investors. In the context of Cyprus Stock Exchange principal activities and aim, the Common Platform with the Athens Stock Exchange was launched on 30 October 2006.


	1. Establishment and principal activities



	The principal accounting policies applied in the preparation of these financial statements are set out below. These policies have been consistently applied to all the years presented in these financial statements unless otherwise stated.  
	2. Summary of significant accounting       policies



	The financial statements have been prepared in accordance with International Financial Reporting Standards (IFRSs) as adopted by the European Union (EU). In addition the financial statements have been prepared in accordance with the requirements of the Cyprus Stock Exchange Laws and Regulations.

As of the date of the authorisation of the financial statements, all International Financial Reporting Standards issued by the International Accounting Standards Board (IASB) that are effective as of 1 January 2009 have been adopted by the EU through the endorsement procedure established by the European Commission, with the exception of certain provisions of IAS 39 “Financial Instruments: Recognition and Measurement” relating to portfolio hedge accounting;

In addition, the following interpretations have been endorsed, however their effective 
dates are not the same, although an entity may choose to early adopt them:


	Basis of preparation of financial statements

	(i)
IFRIC 12 “Service Concession Arrangements”;
	

	(ii) 
IFRIC 15 “Agreements for the construction of real estate”; and
	

	(iii)
IFRIC 16 “Hedges of a Net Investment in a Foreign Operation”.
	

	The financial statements have been prepared under the historical cost convention, as modified by the revaluation of available‑for‑sale financial assets.

	

	The preparation of financial statements in conformity with IFRSs requires the use of certain critical accounting estimates and requires management to exercise its judgment in the process of applying the Organisation's accounting policies. The areas involving a higher degree of judgment or complexity, or areas where assumptions and estimates are significant to the financial statements are disclosed in Note 26.
	


	During the current year the Organisation adopted all the new and revised International Financial Reporting Standards (IFRS) that are relevant to its operations and are effective for accounting periods beginning on 1 January 2009. This adoption did not have a material effect on the accounting policies of the Organisation, with the exception of IAS 1 (revised) “Presentation of financial statements”, as a result of the adoption of which, the Organisation presents the ‘statement of comprehensive income’ ιn replacement of ‘statement of recognised gains and losses’.  Comparative information has been re‑presented so that it is also in conformity with the revised standard. The change in the accounting policy impacts only presentation aspects.
	Adoption       of new and revised IFRSs

	On the date of approval of these financial statements the following accounting standards were issued by the International Accounting Standards Board but were not yet effective:
	

	(i)
Adopted by the European Union
	

	New standards
	

	IFRS 3 (Revised) “Business Combinations” (effective for annual periods beginning on or after 1 July 2009).
	

	IAS 27 (Revised) “Consolidated and Separate Financial Statements” (effective for annual periods beginning on or after 1 July 2009).
	

	IFRS 1 (Revised) “First Time Adoption of International Financial Reporting Standards” (effective for annual periods beginning on or after 1 July 2009).
	

	Amendments
	

	Annual improvements to IFRS (2008) re IFRS 5 “Non‑current Assets Held for Sale and Discontinued Operations” (effective for annual periods beginning on or after 1 July 2009).
	

	Amendment to IAS 39 “Financial Instruments: Recognition and Measurement” on “Eligible Hedged Items” (effective for annual periods beginning on or after 1 July 2009).
	

	Amendment to IFRIC 9 and IAS 39 regarding embedded derivatives (effective for annual periods beginning on or after 30 June 2009).
	

	Amendments to IAS 32 “Financial Instruments: Presentation: Classifications of Rights Issues” (effective for annual periods beginning on or after 1 February 2010).
	

	Annual Improvements 2009 (effective for annual periods beginning on or after 1 July 2009 to 1 January 2010).
	

	Amendments to IFRS 2 “Group Cash‑settled Share‑based Payment Transactions” (effective for annual periods beginning on or after 1 January 2010).
	


	New IFRICs
	

	International Financial Reporting Interpretation Committee (IFRIC) 12 “Service Concession Arrangements” (effective for annual periods beginning on or after 1 January 2008, EU: 30 March 2009).
	Adoption of new and revised IFRSs (continued) 

	IFRIC 15 “Agreements for the Construction of Real Estate” (effective for annual periods beginning on or after 1 January 2009, EU: 31 December 2009).
	

	IFRIC 16 “Hedges of a Net Investment in a Foreign Operation” (effective for annual periods beginning on or after 1 October 2008, EU: 30 June 2009).
	

	IFRIC 17 “Distributions of Non cash Assets to Owners” (effective for annual periods beginning on or after 1 July 2009).
	

	IFRIC 18 “Transfers of Assets from Customers” (effective for annual periods beginning on or after 1 July 2009).
	

	(ii)        Not adopted by the European Union
	

	New standards
	

	IAS 24 (Revised) “Related Party Disclosures” (effective for annual periods beginning on or after 1 January 2011).
	

	IFRS 9 “Financial Instruments” (effective for annual periods beginning on or after 1 January 2013).
	

	Amendments
	

	Amendment to IFRIC 14 Prepayments of a Minimum Funding Requirement (effective for annual periods beginning on or after 1 January 2011).
	

	Amendments to IFRS 1 “Additional Exemptions for First‑time Adopters” (effective for annual periods beginning on or after 1 January 2010).
	

	Amendment to IFRS 1 “Limited Exemption from Comparative IFRS 7 Disclosures for First Time Adopters” (effective for annual periods beginning on or after 1 July 2010). Adoption of new and revised IFRSs (continued)
	

	New IFRICs
	

	IFRIC 19 “Extinguishing Financial Liabilities with Equity Instruments” (effective for annual periods beginning on or after 1 July 2010).
	

	The Board of Directors expects that the adoption of these accounting standards in future periods will not have a material effect on the financial statements of the Organisation.
	


	Revenue comprises of fees, annual subscriptions and finance income. The income from fees and annual subscriptions is recognised in the accounting period in which the services are rendered, by reference to completion of the specific transaction assessed on the basis of the actual service provided as a proportion of the total services to be provided and are exempt from value added tax. Interest income is recognised on a time proportion basis, using the effective interest method.


	Revenue recognition

	Items included in the Organisation’s financial statements are measured using the currency of the primary economic environment in which the Organisation operates (“the functional currency”).The financial statements are presented in Euro (€), which is the functional and presentation currency of the Organisation.


	Functional and presentation currency



	Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the date of the transaction.  Foreign exchange gains and losses resulting from the settlement of such transactions and from the translation at year-end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in the income statement.
	Foreign currency translation

	The tax charge for the period comprises current and deferred taxation. The tax is recognized in the income statement except to the extent where it relates to items recognized in other comprehensive income. In this case the tax shall be recognized in other comprehensive income. 
The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted at the balance sheet date in the country where the Organisation operates and generates taxable income. Management periodically evaluates positions taken in tax returns with respect to situations in which the applicable tax regulation is subject to interpretation and establishes provisions where appropriate on the basis of amounts expected to be paid to the tax authorities.

Deferred income tax is provided in full, using the liability method, on temporary differences arising between the tax bases of assets and liabilities and their carrying amounts in the financial statements. However, deferred tax is not accounted for when it arises from initial recognition of an asset or liability in a transaction other than a business combination that at the time of the transaction affects neither accounting nor taxable profit or loss. Deferred income tax is determined using tax rates and laws that have been enacted or substantially enacted by the balance sheet date and are expected to apply when the related deferred income tax asset is realised or the deferred income tax liability is settled.

Deferred income tax assets are recognised to the extent that it is probable that future taxable profit will be available against which the temporary differences can be utilised.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets against current tax liabilities and when the deferred income tax assets and liabilities relate to income taxes levied by the same taxation authority on the Company where there is an intention to settle the balances on a net basis.

	Current and deferred tax


	Property, plant and equipment are stated at historical cost less depreciation.  Historical cost includes expenditure that is directly attributable to the acquisition of items of property, plant and equipment. Land is not depreciated.  Depreciation is calculated using the straight-line method to allocate the cost less residual value of items of property, plant and equipment over their estimated useful life.
The annual depreciation rates are as follows:
	Property, plant and equipment

	
	%
	

	Building
	3
	

	Building equipment
	10
	

	Office equipment
	20
	

	Computer equipment
	33,33
	

	Motor vehicles
	20
	

	Mobile telephones
	50
	

	The book value of property plant and equipment where the carrying amount of an item of property, plant and equipment is greater than its estimated recoverable amount, it is written down immediately to its recoverable amount.

The residual value and the beneficial lives are revised and they are adapted in each date of balance-sheet if this is considered necessary.

	

	Subsequent expenditure is included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only when it is probable that future economic benefits associated with the item will flow to the Organisation and the cost of the item can be measured reliably. All other repairs and maintenance are charged to the income statement during the financial period in which they are incurred.

Gains and losses on disposal of property, plant and equipment are determined by comparing the proceeds with the carrying amount and are included in the income statement.


	

	Costs that are directly associated with identifiable and unique computer software products controlled by the Organisation and that will probably generate economic benefits exceeding costs beyond one year are recognised as intangible assets. 

Subsequently computer software is carried at cost less any accumulated amortisation and any accumulated impairment losses. Expenditure, which enhances or extends the performance of computer software programs beyond their original specifications are capitalised. Costs associated with maintenance of computer software programs are recognised as an expense in the income statement when incurred. Computer software costs are amortised using the straight-line method over a period of five years. Amortisation commences when the computer software is available for use and is included within administrative expenses.

The computer software system consists of the following systems: the Disaster Recovery System, the software of the Common Platform, the software of the Bonds Market M.T.S. and the necessary software for the adoption of M.I.F.I.D, and the cost for the system in relation to the accounting separation for the Code of Contact, and also the cost for development of  the Emerging Companies Market of the Cyprus Stock Exchange.


	Intangible assets 



	
	

	Property, plant and equipment and other non-current assets, including intangible assets, subject to depreciation or amortisation, are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount may not be recoverable. An impairment loss is recognised for the amount by which the asset’s carrying amount exceeds its recoverable amount, which is the higher of an asset’s fair value less costs to sell and value in use. For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable cash flows (cash-generating units).


	Impairment of non-financial assets

	Leases, in which a significant portion of the risks and rewards of ownership are retained by the lessor are classified as operating leases. Payments made under operating leases (net of any incentives received from the lessor) are charged to the income statement on a straight-line basis over the period of the lease.


	Leases 



	(i) Classification 

The Organisation classifies financial assets in the following categories: loans and receivables, held-to-maturity investments and available for sale financial assets. The classification depends on the purpose for which the assets were acquired. Management determines the classification of financial assets at initial recognition. 


	Financial assets



	• Loans and receivables 

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market and for which there is no intention for trading the receivable.  They are ιncluded in current assets, expect for maturities greater than twelve months from the balance sheet date.  Those are classified as non-current assets. The loans and receivables of the Organisation consist of trade and other receivables, cash and cash equivalents and the pledged bank deposit  on the balance sheet.
• Held-to-maturity investments

Held to maturity investments are non-derivative financial assets with fixed or determinable payments and fixed maturities that the management of the Organization has the positive intention and ability to hold to maturity that do not meet the definition of loans and receivables.

• Available-for-sale financial assets

Available-for-sale financial asses are non-derivatives that are either designated in this category or not classifies in any other category.  They are included in non-current assets unless management intends to dispose of the investment within twelve months of the balance sheet date.
	

	
	

	(ii) Recognition and measurement 

Regular way purchases and sales of financial assets are recognised on the trade date which is the date on which the Organization commits to purchase or sell the asset.  Investments are initially recognized at fair value plus transaction costs.  Financial assets are derecognised when the rights to receive cash flows from the financial assets have expired or have been transferred   and the Organization has transferred substantially all risks and rewards of ownership. 
	Financial assets

 (continued)

	Available-for-sale financial assets are subsequently carried at fair value.  Loans and receivables and held to maturity financial assets are carried at amortized cost using the effective method.
	

	The exchange differences and changes in fair value of non monetary securities classified as available for sale are recognized in other comprehensive income.
	

	When securities classified as available for sale are sold or impaired in value, the cumulative adjustment to fair value recognized in other income in total, are included in the income statement as gains and losses on financial assets available for sale. 

Dividends on equity securities available for sale are recognized in the income statement as part of other income when the right of the Organization to receive payments is established.
	

	The Organization assesses at each balance sheet date whether there is objective evidence that a financial asset or group of financial assets is impaired in value. In the case of equity securities classified as available for sale a significant or prolonged decline in fair value of stock below cost is considered as an indication of possible impairment in value. If such evidence exists for financial assets available for sale, the cumulative loss which is measured as the difference between the acquisition cost and current fair value, less impairment loss on that financial asset previously recognized in profit or loss is transferred from the statement of comprehensive income and recognized in the income statement. The impairment losses recognized in the income statement on equity instruments are not reversed through the income statement. The amount of impairment losses on assets at amortized cost is calculated as the difference between carrying value and present value of expected future cash flows discounted at the original effective interest rate.
	

	Receivables are recognised initially at fair value and subsequently measured at amortised cost using the effective interest method, less provision for impairment. A provision for impairment of receivables is established when there is objective evidence that the Organisation will not be able to collect all amounts due according to the original terms of receivables. Significant financial difficulties of the debtor, probability that the debtor will enter bankruptcy or financial reorganisation, and default or delinquency in payments are considered indicators that the receivable is impaired.

The amount of the provision is the difference between the asset’s carrying amount and the recoverable amount, being the present value of estimated future cash flows, discounted at the original effective interest rate. The carrying amount of the asset is reduced through the use of an allowance account, and the amount of the loss is recognised in the income statement. When a receivable is uncollectible, it is written off against the allowance account of receivables. Subsequent recoveries of amounts previously written off are credited in the income statement.
	Receivables

	For the purposes of the cash flow statement, cash and cash equivalents include cash in hand and deposits held with banks including Members’ deposits. 
	Cash and cash equivalents

	Borrowings are recognised initially at fair value, net of transaction costs incurred.  Borrowings are subsequently stated at amortised cost.  Any difference between the proceeds (net of transaction costs) and the redemption value is recognised in the income statement over the period of the borrowings, using the effective interest method.

Fees paid for the creation of credit facilities are recognized as transaction costs of the loan to the extent where it is likely that part or the whole facility will be used. In this case, the fee was postponed until the assumption of the loan. If there is no evidence that it is likely that a part or the entire facility will be used to pay capitalized and amortized as a prepayment during the period of the facility with which it relates.
Borrowing costs are interest and other costs that the Organisation incurs in connection with the borrowing of funds, including interest on borrowings, amortization of discounts or premium relating to borrowings, amortization of ancillary costs related to the settlement of loans, lease rates and exchange rate differences arising from borrowing in foreign currency if regarded as an adjustment to the interest owed.

Borrowings are classified as current liabilities, unless the Organisation has an unconditional right to defer settlement of the liability for at least twelve months after the balance sheet date.
	Borrowings

	Provisions are recognised when the Organisation has a present legal or constructive obligation as a result of past events, it is probable that an outflow of resources will be required to settle the obligation, and the amount can be reliably estimated.  Provisions are not recognised for future operating losses.

Provisions are measured at the present value of the expenditures expected to be required to settle the obligation using a pre-tax rate that reflects current market  assessments of the time value of money and the risks specific to the obligation.  The increase in the provision due to passage of time is recognised as interest expense.
	Provisions

	Trade payables are recognised initially at fair value and subsequently measured at amortised cost using the effective interest method.
	Trade payables

	The Organisation and the employees contribute to the Government Social Insurance Fund based on employees’ salaries. In addition, until 28 June 2007, the Organisation operated a defined contribution Provident Fund, the assets of which were held in a separate trustee-administered fund. The scheme was funded by payments from employees and by the Organisation. The Organisation’s contributions were expensed as incurred and were included in staff costs. 
	Employee benefits

	Following the adoption of the Pension Fund on 29 June 2007 (Notes 4, 18), the Organisation operates a defined benefit pension fund.  The defined benefit pension fund defines the amount of pension benefit that an employee will receive on retirement which is dependent on the years of service and on the level of salaries.
	


	
	

	The liability recognised in the balance sheet in respect of defined benefit pension plan is the fair value of the defined obligation at the balance sheet date less the fair value of pension plan assets, together with adjustments for unrecognised actuarial gains or losses and past service costs. The defined benefit obligation is calculated annually by an independent actuary using the projected unit credit method. The fair value of the defined benefit obligation is determined by discounting the estimated future cash outflows using interest rates of high-rated bonds that are denominated in the currency in which the benefits will be paid and that have terms to maturity approximating to the terms of the related pension liability.
Actuarial gain and loss arising from experience adjustments and changes in actuarial assumptions in excess of 10% of the value of plan assets or 10% of the defined benefit obligation are charged or credited to the income statement over the expected average remaining working lives of the employees.

Past service costs are recognised immediately in the income statement, unless the changes to the pension plan are conditional on the employees to remain in service for a specified period of time (the vesting period). In this case, the past service costs are amortised on a straight-line basis over the vesting period.


	Employee benefits (continued)

	Where necessary, comparative figures have been adjusted to conform with changes in presentation in the current year.  During  the  year an  amount  of €430.882 in trade and other receivables relating to interest receivable at 31 December 2008 was reclassified into "investments-held to maturity" (€ 223.663) and "cash equivalents" (€ 207.219) as part of the related assets. This reclassification did not have any effect on the amounts and presentation of other elements of the balance sheet or income statement and therefore the management has concluded that the presentation of an additional balance sheet at the beginning of the comparative period would have marginal impact in understanding the financial statements.
	Comparatives


	
	

	Revenue consists of Fees, Annual Subscriptions and other income as follows:

	3.  Revenue

	
	2009           €
	
	2008       

  €
	

	Fees:
	
	
	
	

	Fees from dematerialised system
	2.290.462
	
	2.290.432
	

	Other fees
	75.016
	
	83.887
	

	Total fees
	2.365.478
	
	2.374.319
	

	
	
	
	
	

	Annual subscriptions:
	
	
	
	

	Subscriptions from dematerialised system
	2.012.253
	
	2.218.514
	


	Other annual subscriptions
	761.977
	
	1.039.537
	

	Total Annual Subscriptions
	2.774.230
	
	3.258.051
	

	Fees from Emerging Companies Market

Other income
	14.550

311.242
	
	-

121.257
	

	Total revenue
	5.465.500
	
	5.753.627
	

	
	

	
	

	Cost of services consists of salaries, employer’s contributions and staff benefits which are analysed as follows:
	4. Cost of services



	
	2009          €
	
	2008
€
	

	Staff salaries and benefits
	2.293.261
	
	2.161.041
	

	Overtime
	23.459
	
	52.133
	

	Social insurance cost
	203.347
	
	180.731
	

	Defined Benefit Pension Fund
	661.847
	
	636.306
	

	Social cohesion contribution
	45.582
	
	42.951
	

	Medical fund contribution
	294.070
	
	220.186
	

	Redundancy fund contribution
	26.074
	
	24.659
	

	Industrial training fund contribution
	10.867
	
	10.278
	

	Welfare fund contributions
	88.538
	
	87.100
	

	Employees’ loan provision plan
	16.009
	
	17.994
	

	
	3.663.054
	
	3.433.379
	

	Remuneration of Council Members
	11.746
	
	14.796
	

	Total Staff Costs
	3.674.800
	
	3.448.175
	

	
	

	
	


	
	

	The total number of employees of the Cyprus Stock Exchange at 31 December 2009 was 83 employees (2008: 85 employees) as follows:
	4. Cost of services (continued)

	
	2009
	
	2008
	

	
	Number 
	
	Number 
	

	Permanent staff
	56
	
	57
	

	Temporary staff
	24
	
	25
	

	Hourly-wage staff
	3
	
	3
	

	
	83
	
	85
	

	
	
	
	
	

	Defined Benefit Pension Plan (Pension Fund)

The amount recognised on the balance sheet is as follows:
	

	
	2009           €
	
	2008
€
	

	Present value of Pensions Fund obligation
	4.715.973
	
	5.184.000
	

	Fair value of Pension Fund’s assets
	(3.171.463)
	
	(2.263.545)
	

	
	1.544.510
	
	2.920.455
	

	Unrecognised actuarial gain/(loss)
	1.216.112
	
	(33.048)
	

	Pension Fund Liability as presented on the balance sheet
	2.760.622
	
	2.887.407
	

	
	
	
	 
	

	The movement of the present value of the pension fund obligation is as follows:
	

	
	2009

€
	
	2008

€
	

	Balance at the beginning of year
	5.184.000
	
	4.719.157
	

	Current service cost
	508.632
	
	497.001
	

	Interest cost
	313.084
	
	260.802
	

	Employees’ contributions
	13.242
	
	12.250
	

	Benefits paid
	-
	
	(61.956)
	

	Actuarial gains
	(1.302.985)
	
	(243.254)
	

	Balance at the end of year
	4.715.973
	
	5.184.000
	

	
	
	
	
	

	The fair value movement of the Pension Fund’s liability is as follows:
	

	
	2009

€
	
	2008

€
	

	At beginning of year
	2.887.407
	
	3.006.101
	

	Cost recognised in the income statement
	661.847
	
	636.306
	

	Contributions
	(788.632)
	
	(755.000)
	

	Balance at the end of year
	2.760.622
	
	2.887.407
	

	
	

	The fair value movement of the Pension Fund’s assets is as follows:
	

	
	2009

€
	
	2008

€
	

	Balance at the beginning of year
	2.263.545
	
	1.941.557
	

	Expected return on Pension Fund’s assets
	159.869
	
	121.497
	

	Actuarial loss on Pension Fund’s assets
	(53.825)
	
	(504.803)
	

	Employer’s contributions
	788.632
	
	755.000
	

	Employees’ contributions
	13.242
	
	12.250
	

	Benefits paid
	-
	
	(61.956)
	

	Balance at the end of year
	3.171.463
	
	2.263.545
	

	
	

	
	


	
	

	The amount recognised in income statement is as follows:
	

	
	2009
€
	
	2008
€
	4. Cost of services (continued)

	Current service cost
	508.632
	
	497.001
	

	Interest cost
	313.084
	
	260.802
	

	Expected return on Pension Fund’s assets
	(159.869)
	
	(121.497)
	

	Total
	661.847
	
	636.306
	

	
	

	The principal actuarial assumptions are as follows:
	2009
	
	2008
	

	Discount rate
	5,47%
	
	5,75%
	

	Expected return on plan assets
	5.45%
	
	7.80%
	

	Average yearly salaries increase (excluding increases due to age and promotions)
	3,00%
	
	3,50%
	

	Average yearly increase of the basic insurable income
	3,50%
	
	4,00%
	

	Average yearly increase of the Plan’s pensions.
	3,00%
	
	3,50%
	

	Inflation
	2,00%
	
	2,00%
	

	
	

	The assets of the Pension Fund are as follows:


	

	
	2009
	
	2008
	

	Cash and cash equivalents
	2.879.827
	91%
	
	2.015.519
	89%
	

	Bonds
	35.125
	1%
	
	34.047
	2%
	

	Equity Portfolio
	256.511
	8%
	
	213.979
	9%
	

	Total
	3.171.463
	100%
	
	2.263.545
	100%
	

	
	

	The expected return of Pension Fund assets is determined taking into consideration the expected profits from the current investment policy as shown above.


	

	
	

	
	

	
	

	
	2009

€
	
	2008

€
	5.   Interest Income

	Net interest receivable from government bonds
	413.462
	
	577.466
	

	Net interest receivable from bank deposits
	533.676
	
	466.143
	

	
	947.138
	
	1.043.609
	

	
	
	
	
	

	
	


	
	

	
	6.  Administrative expenses

	
	2009
€
	
	2008
€
	

	Amortisation of intangible assets  (Note 10)
	191.347
	
	178.866
	

	Depreciation of property, plant and equipment (Note11)
	265.974
	
	278.625
	

	Impairment charge for receivables (Note 13)
	47.743
	
	24.915
	

	Auditors’ remuneration-current year
	28.651
	
	27.900
	

	Operating lease rentals
	54.319
	
	463.980
	

	Legal and other experts’ fees
	116.391
	
	155.643
	

	Promotion expenses
	49.449
	
	60.104
	

	Telephone and electricity
	186.221
	
	245.270
	

	Entrance security expenses
	161.807
	
	156.724
	

	Stationery and postage expenses
	33.774
	
	39.714
	

	Entertainment and hospitality expenses
	23.447
	
	33.809
	

	Profit on disposal of property, plant and equipment   (Note 11)
	(1180)
	
	(10.310)
	

	Repairs and maintenance
	594.544
	
	628.205
	

	Subscriptions and overseas conferences
	153.762
	
	137.496
	

	Cleaning expenses
	19.185
	
	12.019
	

	Moving expenses
	32.180
	
	165.303
	

	Exhibition participation expenses
	-
	
	40.550
	

	Other expenses
	92.780
	
	82.742
	

	Total cost of administrative expenses
	2.050.394
	
	2.721.555
	

	
	

	
	


	
	

	In accordance with the regulation 144-2007-04 each regulated market should pay subscriptions equal to 10% of the income of the regulated market derived from financial transactions establishing in the regulated market. Based on 2009 income this subscription amounts to €27.877. During 2008 an amount of €49.238, was payable from the Cyprus Stock Exchange to the Cyprus Securities and Exchange Commission as operational fee for the oversight duties of the Cyprus Securities and Exchange Commission towards the Cyprus Stock Exchange. 
	7.  Operational fee payable to the Cyprus Securities and Exchange Commission

	
	

	
	

	
	  8. Finance costs

	
	2009
€
	
	2008
€
	

	Interest expense
	(32.867)
	
	(3.059)
	

	Bank charges
	(5.243)
	
	(3.083)
	

	Net foreign exchange transaction gain
	226
	
	180
	

	Total finance cost
	(37.884)
	
	(5.962)
	

	
	
	
	
	

	
	

	
	

	
	2009

€
	
	2008

€
	9. Tax

	Special Defence Contribution for prior years
	4.355
	
	190.289
	

	
	

	The tax on the Organisation’s surplus before tax differs from the theoretical amount that would arise using the applicable tax rates as follows:


	

	Profit before tax

Tax calculated at the applicable tax rate

Tax effect of expenses not deductible for tax purposes

Tax effect of allowances and income not subject to tax

Tax effect of utilisation of carried forward   

(brought forward) tax losses

Special Defence contribution for prior years

Tax charge
	2009
€
621.683
	
	2008
€
572.306
	

	
	62.168

59.730

(161.609)
39.711

4.355
	
	143.077

170.740

(288.381)

(25.436)

190.289
	

	
	
	
	
	

	
	
	
	
	

	
	4.355
	
	190.289
	

	
	
	
	
	

	
	


	
	

	From 1 January 2009 public interest organizations that do not distribute 70% of their profits after tax, (as defined by the special Contribution for Defence of Government Law), within two years from the end of the tax year in which the profits are reported, will be teemed to have distributed this sum as dividend.  Special Defence contribution of 15% will be payable on the amount of the deemed dividend distribution. The amount of the deemed dividend distribution is decreased with the actual dividend that was already distributed for the year for which the profits refer to.  This Special Defence contribution is paid by the Organization on behalf of the shareholders. The term “profits” is limited to the profits that result from the conduct of business and the terms “shareholder” and “interested shareholder” also include the Republic of Cyprus. The term “dividend” includes the amounts from the surpluses that are deposited in the Government Fund, according to the decision of the Council of Ministers.
From 1 January 2009 the Organisation is subject to the applicable tax rate of 10% (2008: 25%) on the taxable profits. Also, up to 31 December 2008 the Organisation was subject to special Defence contribution at the rate of 3% on the taxable income.

Up to 31 December 2008, under certain conditions interest may be subject to defence contribution at a rate of 10%.  In such cases of 50% of this interest will be excluded from corporate tax thus having an effective tax burden of approximately 15%. 

From 1 January 2009, under certain conditions interest may be excluded from corporate on tax and subjected to defence contribution at a rate of 10%.

Deferred tax assets for tax losses carried forward are recognized to the extent that the related taxable profit is likely to occur.  The Organisation did not recognize a deferred tax asset of €199.786 (2008: €435.539) in respect of tax losses amounting to €1.997.858 (2008: €.1.742.156) that can be carried forward against future taxable profits without time restriction.
	9. Tax (continued)

	
	


	
	

	
	
	
	
	10.   Intangible assets

	
	Computer    Software
	
	

	
	€
	
	

	At 1 January 2008
	
	
	


	Cost
	4.038.988
	
	

	Accumulated amortisation
	(3.478.413)
	
	

	Net book amount
	560.575
	
	

	
	
	
	

	Year ended 31 December 2008
	
	
	

	Opening net book amount
	560.575
	
	

	Additions
	127.336
	
	

	Amortisation charge (Note 6)
	(178.866)
	
	

	Closing net book amount
	509.045
	
	

	
	
	
	

	At 31 December 2008
	
	
	

	Cost
	4.166.324
	
	

	Accumulated amortisation
	(3.657.279)
	
	

	Net book amount
	509.045
	
	

	
	
	
	

	
	
	
	

	Year ended 31 December 2009
	
	
	

	Opening net book amount
	509.045
	
	

	Additions
	137.406
	
	

	Amortisation charge (Note 6)
	(191.347)
	
	

	Closing net book amount
	455.104
	
	

	
	
	
	

	At 31 December 2009
	
	
	

	Cost
	4.303.730
	
	

	Accumulated amortisation
	(3.848.626)
	
	

	Net book amount
	455.104
	
	

	
	

	
	

	The additions of intangible assets during the year 2009 relate to capitalised expenses for the development and implementation of the project: “Development of Common Platform supporting the market operation of the Athens Exchange and Cyprus Stock Exchange”. Furthermore, the additions include capitalisation of expenses in relation to the operation of MTS Bond Market and the development of software related to the adoption of M.I.F.I.D and the cost of development of system for the purposes of accounting separation in relation to the Code of Contact, and also the cost for the development of the Emerging Companies Market for the Cyprus Stock Exchange.

	

	
	


	
	
	
	
	
	
	
	
	
	
	
	

	
	Office

Equipment
	
	Computer Hardware
	
	Motor

Vehicles
	
	Land and
Building
	
	Total


	
	11. Property, 

plant and 

equipment

	
	€
	
	€
	
	€
	
	€
	
	€
	
	

	At 1 January 2008
	
	
	
	
	
	
	
	
	
	
	

	Cost
	1.174.248
	
	2.153.289
	
	   173.133
	
	2.734.813
	
	6.235.483
	
	

	Accumulated depreciation
	(1.158.485)
	
	(2.067.262)
	
	  (118.321)
	
	-
	
	(3.344.068)
	
	

	Net book amount
	15.763
	
	86.027
	
	54.812
	
	2.734.813
	
	2.891.415
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	Year ended 31 December 2008
	
	
	
	
	
	
	
	
	
	
	

	Opening net book amount
	15.763
	
	86.027
	
	54.812
	
	2.734.813
	
	2.891.415
	
	

	Additions
	627.887
	
	111.401
	
	-
	
	1.699.097
	
	2.438.385
	
	

	Depreciation charge (Note 6)
	(71.281)  
	
	(96.435)
	
	(16.437)
	
	(94.472)
	
	(278.625)
	
	

	Sales and write-offs
	(343)  
	
	-
	
	-
	
	-
	
	(343)
	
	

	Closing net book amount
	572.026
	
	100.993
	
	38.375
	
	4.339.438
	
	5.050.832
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	At 31 December 2008
	
	
	
	
	
	
	
	
	
	
	

	Cost
	1.508.962
	
	2.065.923
	
	173.133
	
	4.433.910
	
	8.181.928
	
	

	Accumulated depreciation
	(936.936)
	
	(1.964.930)
	
	(134.758)
	
	(94.472)
	
	(3.131.096)
	
	

	Net book amount 
	572.026
	
	100.993
	
	38.375
	
	4.339.438
	
	5.050.832
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	Year ended 31 December 2009
	
	
	
	
	
	
	
	
	
	
	

	Opening net book amount
	572.026
	
	100.993
	
	38.375
	
	4.339.438
	
	5.050.832
	
	

	Additions
	75.844
	
	29.361
	
	-
	
	16.051
	
	121.256
	
	

	Depreciation charge (Note 6)
	(81.252)
	
	(73.437)
	
	(16.437)
	
	(94.848)
	
	(265.974)
	
	

	Sales and write-offs
	(5.078)
	
	-
	
	-
	
	-
	
	(5.078)
	
	

	Closing net book amount
	561.540
	
	56.917
	
	21.938
	
	4.260.641
	
	4.901.036
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	At 31 December 2009
	
	
	
	
	
	
	
	
	
	
	

	Cost
	1.465.964
	
	2.092.039
	
	173.133
	
	4.449.961
	
	8.181.097
	
	

	Accumulated depreciation
	(904.424)
	
	(2.035.122)
	
	(151.195)
	
	(189.320)
	
	(3.280.061)
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	Net book amount
	561.540
	
	56.917
	
	21.938
	
	4.260.641
	
	4.901.036
	
	

	
	

	
	


	
	

	On 17 July 2006 a contract agreement was signed with K. Athienitis Contractors – Developers Public Ltd, for the construction of the new building of the Cyprus Stock Exchange at Vironos Avenue in Nicosia. According to the agreement, the total cost of purchase of the  building amounts to €3.588.063 plus VAT, which is payable by the Cyprus Stock Exchange as follows:

· €85.430 plus VAT at the signing of the agreement (paid).
· €700.527 plus VAT provided that the operations for digging and concreting the rough foundation will be completed (paid).
· €700.527 plus VAT provided that the operations for concreting the roof of the first basement will be completed (paid).
· €700.527 plus VAT provided that the operations for concreting the roof of the 4th floor   will be completed (paid).
· €700.527 plus VAT provided that the external sites of the building will be completed (paid).
· €615.097 plus VAT on the date the completed building is delivered to the Organisation (paid).
· €85.430 within 15 days from the issue of the certificate of final approval for the building.

The Cyprus Stock Exchange moved in the new premises on 15 December 2008.

	11.   Property, 

plant and equipment

(continued)

	In the cash flow statement, proceeds from sale of property, plant and equipment comprise:


	

	
	
	
	
	
	

	
	2009
€
	
	2008
€
	
	

	
	
	
	
	
	

	Net book value
	-
	
	343
	
	

	Profit on disposal of property, plant and equipment (Note 6)
	1.180
	
	10.310
	
	

	Proceeds from disposal of property, plant and equipment
	1.180
	
	10.653
	
	

	
	
	
	
	
	


	
	
	
	
	

	
	
	
	
	3. Held-to-maturity investments

	The Government Bonds (10 year bonds with maturity 2009, 2010 and 2011) bear interest at the annual rate of 7% until maturity. The net interest income earned during the year 2009 amounted to €420.748 (2008: €577.466) (Note 5).
	4. 

	
	

	
	2009
€
	
	2008
€
	

	Maturity within  a year
	698.068
	
	2.633.045
	

	Maturity from 1 to 5 years 
	5.288.671
	
	5.948.926
	

	Total – in Euro 
	5.986.739
	
	8.581.971
	

	The Government Bonds with maturity within a year were repaid during March 2010.


	

	
	

	
	

	
	
	
	5. Trade and other receivables

	
	2009

€
	
	2008

€
	6. 

	Trade receivables 
	1.036.369
	
	818.299
	

	Less: provision for impairment of receivables
	(267.936)
	
	(220.193)
	

	Trade receivables – net
	768.433
	
	598.106
	

	Other receivables
	-
	
	23.796
	

	Prepayments
	420.938
	
	399.533
	

	Total
	1.189.371
	
	1.021.435
	

	
	

	The fair value of trade and other receivables which are due within one year approximates their carrying amount at the balance sheet date.


	

	
	

	
	


	
	
	
	
	

	The trade receivables of the Organisation are analysed as follows:
	13. Trade and other receivables (continued)

	
	31 December 2009
	

	
	Issuers

€
	Members

€
	Other

€
	Total

€
	

	Trade receivables
	500.008
	142.731
	393.630
	1.036.369
	

	Less: provision for impairment of receivables
	(227.289)
	(15.785)
	(24.862)
	(267.936)
	

	Trade receivables – net
	272.719
	126.946
	368.768
	768.433
	

	
	
	
	
	
	

	Analysed by currency:
	
	
	
	
	

	Euro
	272.719
	126.946
	368.768
	768.433
	

	
	
	

	
	31 December 2008
	

	
	Issuers

€
	Members

€
	Other

€
	Total

€
	

	Trade receivables
	444.117
	175.186
	198.996
	818.299
	

	Less: provision for impairment of receivables
	(182.522)
	(22.147)
	(15.524)
	(220.193)
	

	Trade receivables – net
	261.595
	153.039
	183.472
	  598.106
	

	
	
	
	
	

	Analysed by currency:
	
	
	
	
	

	Euro
	261.595
	153.039
	183.472
	  598.106
	

	
	
	
	
	
	

	
	

	The movement of the provision of impairment of receivables is as follows:
	

	
	2009
	2008
	

	
	Issuers

€
	Members

€
	Other

€
	Total

€
	Issuers

€
	Members

€
	Other

€
	Total

€
	

	Balance at beginning of year 
	182.522
	22.147
	15.524
	220.193
	169.194
	21.319
	4.765
	195.278
	

	
	
	
	
	
	
	
	
	
	

	Impairment charge for the year (Note 6)
	44.767
	(6.362)
	9.338
	47.743
	13.328
	828
	10.759
	24.915
	

	Balance at end of year 
	227.289
	15.785
	24.862
	267.936
	182.522
	22.147
	15.524
	220.193
	

	
	

	
	


	
	

	
	2009      

€
	
	2008
€
	14. Financial assets   

     available for sale

	At begging of the year
	-
	
	-
	

	Additions
	170.000
	
	-
	

	At end of the year
	170.000
	
	-
	

	
	
	
	
	

	The CSE Council, following an evaluation of the investment, decided to invest in the project Link Up Capital Markets via the purchase of class B shares (which is the only class available to the CSE at this stage of the project) with participation of 1.98% in the share capital of Link Up. The investment represents equity securities that are not listed on a stock exchange and is presented at cost which is deemed by management to approximate its fair value at the balance sheet date.
	

	
	

	
	
	
	

	
	
	
	
	7. Trade and other payables 

	
	2009
€
	
	2008
€
	8. 

	Trade payables 
	49.294
	
	856.939
	

	Special tax levy on stock exchange transactions
	26.211
	
	44.212
	

	Amounts due to experts
	81.733
	
	99.554
	

	Auditors’ remuneration accrued
	41.390
	
	41.843
	

	Staff expenses accrued 
	132.918
	
	196.250
	

	Other payables
	39.425
	
	157.280
	

	Auxiliary Members’ Fund (1)
	3.272.671
	
	3.451.195
	

	Members’ Joint Compensation Fund
	3.398
	
	3.268
	

	
	3.647.040
	
	4.850.541
	

	(1)The auxiliary Members’ Fund arises from the obligation of Members based on the relevant    Legislation for this Fund, to deposit for the benefit of the Cyprus Stock Exchange an amount of €85.430, as guarantee for the settlement of transactions via the dematerialised settlement system of the Cyprus Stock Exchange, as well as from their obligation to contribute in the fund a percentage of 0,05‰ of the total value of their buy and sell transactions. The portion of each Member in the Auxiliary Fund is refundable in case of deregistration of a Member from the Cyprus Stock Exchange.


	

	The fair value of trade and other payables which are due within one year approximates their carrying amount at the balance sheet date.
	

	
	

	The fair value of trade and other payables of the Organisation is analysed by currency as follows:
	

	
	

	
	2009

€
	
	2008

€
	

	
	
	
	
	

	Euro
	3.647.040
	
	4.850.541
	

	Total
	3.647.040
	
	4.850.541
	

	
	
	
	
	

	
	
	
	
	


	
	

	The cash and cash equivalents comprise the following for the purposes of the cash flow statement:
	9. Cash and cash equivalents

	
	2009
€
	
	2008
€
	

	Cash at bank
	11.083.688
	
	9.371.619
	

	Auxiliary Members’ Fund 
	3.273.782
	
	3.450.991
	

	Total
	14.357.470
	
	12.822.610
	

	The cash at bank includes an amount of €2.299 (2008:€2.168) which relates to the Member’s Joint Compensation Fund for the clearing and settlement of transactions.
	

	
	
	
	
	

	The exposure of the bank balances of the Organisation to changes in interest rates and the contractual dates interest rate re-pricing are as follows:


	

	
	2009

€
	
	2008

€
	

	Interest rate re-pricing:
	
	
	
	

	Within one month
	168.543
	
	586.750
	

	Between one and three months
	2.050.000
	
	3.309.201
	

	Between three and twelve months
	12.138.927
	
	8.926.659
	

	
	14.357.470
	
	12.822.610
	

	
	
	
	
	

	The carrying amount of bank balances of the Organisation is analysed by currency as follows:
	

	
	2009

€
	
	2008

€
	

	Currency:
	
	
	
	

	 Euro
	14.357.470
	
	12.822.610
	

	
	14.357.470
	
	12.822.610
	

	
	

	
	


	
	

	The movement in the reserves is as follows:
	10. Reserves

	
	2009
€
	
	2008
€
	

	Balance at beginning of year
	20.054.268
	
	19.672.251
	

	Profit for the year
	617.328
	
	382.017
	

	Balance at end of year
	20.671.596
	
	20.054.268
	

	
	
	
	
	

	
	

	
	

	During 2009 the Cyprus Stock Exchange maintained a Pension Fund Scheme, a Medical Fund Scheme and a Welfare Fund Scheme, all of which are funded separately. 

On 29 June 2007 the “Regulations of Cyprus Stock Exchange (Pensions and Benefits) of 2007” were published in the official newspaper of the Republic, whereby the Pension Fund for the CSE employees becomes effective retrospectively.  According to the actuarial valuation of Muhanna & Co with valuation date 31/12/2009, the contribution of the CSE to the Pension Fund for 2009 service amounts 30,5% of each permanent employee’s gross salary (Basic salary + COLA, excluding the 13th salary) and the employer’s contribution to the Social Insurance Fund will be increased to 10,15% (additional contribution 3,45% to the pro rata social insurance plan). According to the revised actuarial valuation at 31 December 2008, the employer’s contribution to the Pension Fund for future service period is 30,5% of the salary of the permanent staff (Basic salary + COLA, excluding 13th salary). Also the Pension Fund’s deficit amounted to €2.760.622 (2008: €2.887.407) (Note 4). The deficit will be funded through annual contributions in the Pension Fund amounting to €280.000 (2008:€280.000) per year for a period of 15 years. 
The Cyprus Stock Exchange contributes the entire cost of the Medical Fund. The Cyprus Stock Exchange’s contribution to the Medical Fund for the year 2009 amounted to €294.070 (2008: €220.186).  The Members of the Council have no benefits arising from this scheme.

The Welfare Fund Scheme prepares its own financial statements, whereby employees are entitled to certain benefits according to its articles of association set by its Administrative Committee. The Cyprus Stock Exchange’s contribution to the Welfare Fund Scheme for the year 2009 amounted to €88.538 (2008: €87.100).


	11. Staff schemes

	
	


	
	

	As at 31 December 2009, there were pending claims against the Cyprus Stock Exchange in relation to its activities.  Based on legal advice, the Council of the Cyprus Stock Exchange believes that there is sufficient defence against any claims and no loss is expected to arise for the Cyprus Stock Exchange.  Therefore, no provision has been made in the financial statements in relation to these claims. 

In addition, the owner of the building IMC has a claim in relation to the electricity and rent payable by the Cyprus Stock Exchange. The claim of the owner amounts to €1.114.343 for rent and €15.805 for rent of the warehouse based on an alleged verbal agreement from 1/12/2004 to 31/1/2008. In addition, the owner claims an amount for communal electricity. Regarding this amount the owner and the Cyprus Stock Exchange have not reached an agreement. Based on legal advice, the possibility of success of the claim is not high.

	12. Contingent liabilities

	
	

	
	

	The Organisation is exposed to interest rate risk, credit risk, liquidity risk and currency risk arising from the financial instruments it holds. The risk management policies employed by the Organisation to manage these risks are discussed below:


	13. Financial risk management

	Currency risk


	

	Currency risk is the risk that the value of financial instruments will fluctuate due to changes in foreign exchange rates. Currency risk arises when future commercial transactions and recognised assets and liabilities are denominated in a currency that is not the Organisation’s functional currency. The analysis of the financial assets and liabilities of the Organisation by currency is disclosed in Notes 12, 13, 15 and 16. With the adoption of the Euro in Cyprus as from 1 January 2008, the Organisation is not exposed to any significant currency risk.

	

	Interest rate risk


	

	Interest rate risk is the risk that the value of financial instruments will fluctuate due to changes in market interest rates.  The Organisation has a significant amount of bank deposits with variable interest rate which expose the Organisation to cash flow interest rate risk as disclosed in Note 16. In addition, the Organisation’s borrows carry floaty interest rates and consequently expose the Organisation to cash flow interest rate risk (Note 25). The Organisation is not exposed to fair value interest rate risk since all financial assets and liabilities are presented at amortised cost. The Organisation’s management monitors the interest rate fluctuations on a continuous basis and acts accordingly.


	

	
	


	
	

	On 31 December 2009, if the interest-rates of deposits in the bank were higher/lower by 100 basis points (2008: 100 basis points) while having all other variables constant, the profit after the tax for the year would be higher/lower by €143.353 (2008: €129.395) mainly as a result of the higher/lower interest income from deposits in the bank with variable interest-rates. In addition, on 31 December 2009 if borrowing interest-rates were higher/lower by 100 (2008: 100) basis points, while having all other variables constant, the profit after the tax for the year would be lower/higher by €13.298 (2008: €13.595).
	14. Financial risk management (continued)

	The Organisation’s investment in Government bonds carry fixed interest rate and as a result a change in interest rates will not affect the Organisation’s interest income from government bonds. The interest rate re-pricing date for government bonds is at their maturity as disclosed in Note 12.
	

	
	

	Credit risk


	

	Credit risk arises when a failure by counterparties to discharge their obligations could reduce the amount of future cash inflows from financial assets at the balance sheet date.  


	

	Maximum exposure to credit risk
	

	The table below shows the maximum exposure to credit risk arising from financial assets at the balance sheet date. For financial assets presented on the balance sheet, their exposure to credit risk equals their carrying amount.


	

	
	Maximum Exposure
	

	
	2009
€
	
	2008
€
	

	Exposure to credit risk from assets on the balance sheet:
	
	
	
	

	Cash at bank (Note 16)

Pledged bank deposit
	14.357.470

1.570.656
	
	12.822.610 1.554.572
	

	Trade and other receivables (Note 13):
	
	
	
	

	  Receivables from Issuers
	272.719
	
	261.595
	

	  Receivables from Members
	126.946
	
	153.039
	

	  Others
	368.768
	
	183.472
	

	  Other receivables
	-
	
	23.796
	

	Held-to-maturity financial assets - investments in bonds (Note 12)
	5.986.739
	
	8.581.971
	

	
	22.683.298
	
	23.581.055
	

	
	
	
	
	

	
	
	
	
	

	
	


	
	

	Credit risk of bank balances

Bank balances are held with financial institutions with high credit ratings.
	20. Financial risk management (continued)

	
	

	The table below analyses the bank balances of the Organisation based on the credit ratings of the banks with which the Organisation’s holds deposits:


	

	
	2009
€
	
	2008
€
	


	Category of banks based on credit rating:
	
	
	
	

	Banks with credit rating A1
	-
	
	5.639.013
	

	Banks with credit rating A2
	9.641.926
	
	1.625.694
	

	Banks with credit rating A3
	1.782.732
	
	5.108.316
	

	Banks with credit rating Baa2
	362.147
	
	435.646
	

	Banks with no credit rating (1)
	2.570.665
	
	13.941
	

	
	14.357.470
	
	12.822.610
	

	(1) Relates mainly to deposits in Coop Credit Institutions and domestic banking organisations that according to the judgement of management they are of high credit quality.

Additionally, the pledged bank deposit as it is presented in the balance-sheet is kept in a financial organisation with a credit rating of A2.


	

	Credit risk of investments in bonds

The investments in bonds of the Organisation are in government bonds of the Republic of Cyprus which has a credit rating of Aa3.


	

	
	
	
	
	

	
	


	
	

	Credit risk of trade receivables


	20. Financial risk management (continued)

	
	

	The analysis of trade receivables based on credit quality is as follows:
	

	
	

	
	2009
€
	
	2008
€
	

	Fully performing

Past due but not impaired:
	719.003
	
	517.643
	

	15 days to 180 days
	7.978
	
	36.117
	

	Over 180 days
	41.452
	
	44.346
	

	Impaired
	267.936
	
	220.193
	

	
	1.036.369
	
	818.299
	

	
	

	Credit quality of fully performing trade receivables

	

	The table below analyses the credit quality of fully performing trade receivables based on internal ratings.
	

	
	

	
	2009
€
	
	2008
€
	

	Category 1
	301
	
	1.170
	

	Category 2
	665.216
	
	493.125
	

	Category 3
	53.486
	
	23.348
	

	
	719.003
	
	517.643
	

	
	

	Category 1: New clients

Category 2: Clients for which no legal action has been taken in the past.

Category 3: Clients for which legal action has been taken.

Fully performing trade receivables are the receivables for which at the balance sheet date the period of 15 days from the date of invoice issue had not expired, based on the pricing policy of the Organisation which defines the contractual repayment date as 15 days from the invoice date.

Past due but not impaired are trade receivables for which the period of 15 days has expired but the 90-day period has not.

Impaired are considered trade receivables for which a period of 90 days has expired and for which the Organisation based on a detailed review considers that there is an additional risk of non-recovery. They relate mainly to Issuers who face unexpected financial difficulties. The management of the Organisation does not expect any impairment losses over and above those that have been recognised in the financial statements. Additionally, management believes that there is no significant concentration of credit risk because the Organisation is transacting with a wide range of debtors, consisting of members of the Stock Exchange and listed issuers.
The Organisation's maximum exposure to credit risk at the reporting date is the carrying value of each type of trade receivables as shown above. The Organisation does not hold any collateral in respect of amounts due from Issuers.
	

	
	

	
	

	Liquidity risk
	

	Liquidity risk is the risk that arises when the maturity of assets and liabilities does not match. An unmatched position, potentially enhances profitability, but can also increase the risk of losses. The Organisation has procedures with the purpose of minimising such losses, such as maintaining sufficient cash balances. Trade and other payables of the Organisation are due within one year and the Organisation maintains sufficient cash balances for their repayment.


	20. Financial risk management (continued)

	The table below analyses the financial liabilities of the Organisation based on the relevant maturity  date based on the remaining period at the balance sheet date until the maturity date. The amounts on the table are based on contractual undiscounted cash flows.  Balances with maturity within 12 months equal their carrying amount discounting is not material.   


	

	As at 31 December 2009
	Up to 1 year

€
	1 to 2 years

€
	2 to 5 years

€
	Over 5 years


€


	

	Borrowings
	66.184
	165.600
	496.800
	3.097.180

	

	Trade and other payables
	3.647.040
	-
	-
	-
	

	
	3.713.224
	165.600
	496.800
	3.097.180
	

	As at 31 December 2008
	
	
	
	
	

	Borrowings
	47.315
	70.426
	496.800
	3.097.180
	

	Trade and other payables 
	4.850.541
	-
	-
	-
	

	Fair value estimation                   
	4.897.856            
	70.426       
	496.800         
	3.097.180
	

	Fair value estimation

The fair values of financial assets and liabilities of the Organisation is approximately the same as the amounts shown on the balance sheet.

The nominal value minus the calculated credit adjustments for financial assets and liabilities maturing within one year approximates fair values.
With effect from January 1, 2009, the Organisation adopted the amendment to IFRS 7 financial instruments that are measured in the balance sheet at fair value. This requires the disclosure of fair value measurement by level of the following fair value measurement hierarchy:


• Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1).

• Inputs other than quoted prices included within level 1, that are observable for the asset or liability, either directly (ie as prices) or indirectly (ie derived from prices) (level 2).

• Inputs for the asset or liability that are not based on observable market data (ie unobservable inputs) (level3).

The only investment of the Organisation that is measured at fair value is the investment in the project Link-up (Note 14) which is classified as available for sale. The Organisation has classified this investment at level 3 as it has been recognised at purchase cost which is deemed to approximate its fair value and its measurement is not expected to be based on observable market inputs.

	

	
	


	
	

	
	20. Financial risk management (continued)

	Capital risk management
	

	The Organisation’s objectives when managing capital are to safeguard the Organisation’s ability to continue as a going concern in order to continue its operations and to maintain an optimal capital structure to reduce the cost of capital.


	

	The Organisation monitors capital on the basis of the gearing ratio. This ratio is calculated as net debt divided by total capital. Net debt is calculated as the total of trade and other payables and borrowings. Total capital is calculated as reserves as presented in the balance sheet plus net debt.
	

	
	

	The Organisation’s capital is analysed as follows:


	

	
	2009

€
	
	2008

€
	

	Net debt (Note 15, 25)
	5.190.872
	
	6.408.501
	

	Total reserves (Note 17)
	20.671.596
	
	20.054.268
	

	Total capital
	25.862.468
	
	26.462.769
	

	Gearing ratio
	20%
	
	24%
	

	
	

	
	


	
	

	According to the contract agreement which was signed on 16th September 2005 between the Cyprus Stock Exchange and the Athens Exchange for the implementation of the project “Development of Common Platform supporting the operation of the Athens Exchange and the Cyprus Stock Exchange Markets” which was implemented on 30 October 2006, the implementation cost for the Cyprus Stock Exchange for the first year of the operation was €250.000 (plus VAT), with an annual increase of 5% for the following years. The relevant cost for 2009 was €330.779 (2008:€315.025).  In addition, the cost in relation to the Order Data Link operation to the Members of the Cyprus Stock Exchange in the first year of the operation of the Common Platform, was €3.000 for each connected Member, with a minimum cost of €10.000 (plus VAT), with an annual increase of 5% for the following years. The relevant cost for the year 2009 was €89.189 (2008:€79.163).
	21. Commitments for the Common Platform project

CSE-A E

	
	

	
	

	Details regarding the commitments for the new building of the Cyprus Stock Exchange are presented in Note 11.
	22. Commitments for CSE Building



	
	

	
	

	
	23. Key management compensation 

	
	2009

€
	
	2008

€
	

	Salaries and other short term allowances
	458.904
	
	434.887
	

	Pension Fund cost
	112.270
	
	110.071
	

	Total
	571.174
	
	544.958
	

	
	
	
	
	

	
	


	
	

	The accounting policies for financial instruments have been applied to the line items below:
	24. Financial instruments by category

	31 December 2009:
	Financial assets available for sale
	Investments held to maturity

€
	Loans and receivables

€
	Total

€
	

	Assets as per balance sheet:
	
	
	
	
	

	Investments - held to maturity
	
	5.986.739
	
	5.986.739
	

	Pledged bank deposit 
	
	
	1.570.656
	1.570.656
	

	Trade and other receivables
	
	
	768.433
	768.433
	

	Cash and cash equivalents

Financial assets available for sale
	170.000
	
	14.357.470


	14.357.470170.000
	

	Total
	170.000
	5.986.739
	16.696.559
	22.853.298
	

	
	
	
	
	
	

	
	
	
	Other financial liabilities

€
	Total

€
	

	Liabilities as per balance sheet:
	
	
	
	
	

	Trade and other payables
	
	
	3.647.040
	3.647.040
	

	Borrowing
	
	
	1.543.832
	1.543.832
	

	
	
	
	5.190.872
	5.190.872
	

	31 December 2008:
	
	Investments held to maturity

€
	Loans and receivables

€
	Total

€
	

	Assets as per balance sheet:
	
	
	
	
	

	Investments - held to maturity

Pledged bank  deposits
	
	8.581.971

-
	-

1.554.572
	8.581.971

1.554.572
	

	Trade and other receivables
	
	-
	621.902
	621.902
	

	Cash and cash equivalents
	
	-
	12.822.610
	12.822.610
	

	Total
	
	8.581.971
	14.999.084
	23.581.055
	

	
	
	
	
	
	

	
	
	
	Other financial liabilities

€
	Total

€
	

	Liabilities as per balance sheet:
	
	
	
	
	

	Trade and other payables

Borrowing
	
	
	4.850.541

1.557.960

6.408.501
	4.850.541

1.557.960

6.408.501
	

	
	
	
	
	
	

	
	


	
	

	During the year 2008 the Cyprus Stock Exchange obtained Euro borrowings amounting to €1.611.211 with an interest rate of  6 months Euribor plus 0,05%.  The borrowings are payable in 276 monthly instalments, amounting to €13.800 per instalment. The first instalment is due on 13/09/2010. The CSE will pay the interest due every six months. For loan security a bank deposit amounting to €1.570.656 (2008 €1.554.572) has been pledged.


	25. Borrowing

	
	2009

€
	2008

€
	

	Bank borrowing
	1.543.832
	1.557.960
	

	Less: current portion
	(66.184)
	(47.315)
	

	Non current portion
	1.477.648
	1.510.645
	

	
	

	
	

	The total future payments for the borrowing are as follows:
	

	
	

	
	2009

€
	2008

€
	

	Not later than 1 year
	66.184
	47.315
	

	From 1 to 5 years
	638.885
	555.433
	

	Over 5 years
	838.763
	955.212
	

	Total
	1.543.832
	1.557.960
	

	
	

	
	

	
	

	Critical accounting estimates and judgements
The Organisation makes estimates and assumptions concerning the future. The resulting accounting estimates seldom equal the related actual results. The estimates and assumptions that may cause significant adjustments to the carrying value of assets and liabilities within the next financial year are presented below. 


(i) Oblications Defined Benefits Pension Fund

The fair value of the liability of the defined benefit pension fund depends on several factors determined on an actuarial basis using various assumptions including the discount rate. Any changes in these assumptions will affect the carrying value of the pension fund liability in the balance sheet.

The Cyprus Stock Exchange, based on independent actuarial report, determines the appropriate discount rate at the end of each year. This is represented by the rate that should be used to calculate the present value of expected future cash flows that will be needed to settle the obligations of the pension fund. To determine the appropriate discount rate, the Organisation takes into account the interest rates characterising high quality corporate bonds that are valued in the currency in which benefits will be paid and have an expiry date that emulates the conditions of the related liability.

On 31 December 2009, if the discount rate was 0.5% higher/lower, then the present value of the liabilities of the Pension Fund would be €4.055.721/€ 5.462.394. [image: image1.png]


 


	26. Critical accounting estimates and judgments

	
	


	
	

	In addition, if the average annual salary increase was  1% higher/lower,  then the profit  before  tax would be  € 667.079/€ 656.614 lower/higher.

Other important judgements based in part on current market conditions are disclosed in Note 4.

(ii) Fair value of financial instruments

The fair value of financial instruments that are not traded in an active market is determined using valuation techniques. The Organisation applies judgements in selecting a variety of valuation methods and makes assumptions that are mainly based on market conditions existing at each balance sheet date. The only investment made by the Organisation classified as available for sale represents its investment in the project Link-up (Note 14). The Organisation has measured this investment at cost and assesses that it approximates fair value because of the recent purchase of the relevant equity securities.

	

	
	

	
	

	On 29 March 2010 the Emerging Companies  Market of the CSE has began its operation.

There were no additional significant post balance sheet events that have a bearing on the understanding of the financial statements.
	27. Events after the balance sheet date



	
	


Independent Auditor’s Report on page 3.
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